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GENERAL INSTRUCTIONS  
1. Do not remove the staple – hand this paper in as a 
whole. 
2. You may use calculators. 
3. Check that your paper has 14 numbered pages. 
4.  You may use the extra pages at the back of the paper 
for rough work.  
5.  Good luck! 
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Section A                  (50 Marks) 
 
Question A1: MCQ         (40 Marks) 
 
Answer the multiple choice questions on the attached answer sheet on page 7. Mark the 
correct option clearly with a big cross. Do not remove the staple or any of the pages. The 
questions are worth 2 marks each. 
 
1. What is the economic meaning of the expression that "there is no such thing as a free 
lunch"? 
a. It refers to "free-riders," who do not pay for the cost of a product, but who receive 
the benefit from it. 
b. It means that economic freedom is limited by the amount of income available to 
the consumer. 
c. It means that there is an opportunity cost when resources are used to provide 
"free" products. 
d. It indicates that products only have value because people are willing to pay for 
them. 
e. It indicates that there is no demand for lunches.  
 
2. Comparing marginal costs with marginal benefits is when: 
a. total revenue = total cost. 
b. marginal revenue = marginal cost. 
c. marginal utility of A  = marginal utility of B. 
d. both ‘a’ and ‘b’. 
e. both ‘b’ and ‘c’. 
 
3. Refer to the diagram below for athletic shoes.  
 
 
 
 
 
 
 
The optimal output of shoes for firms to produce is: 
a. Q1. 
b. Q2. 
c. Q3. 
d. Less than Q1. 
e. Greater than Q3. 
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4. The production possibilities curve has: 
a. a positive slope that increases as we move along it from left to right. 
b. a negative slope that increases as we move along it from left to right. 
c. a negative slope that decreases as we move along it from left to right. 
d. a negative slope that is constant as we move along it from left to right. 
e. A positive slope that increases as we move along it from right to left.  
 
5. Broadly defined, competition involves: 
a. private property and freedom of expression. 
b. independently acting buyers and sellers and freedom to enter or leave markets. 
c. dependent buyers and sellers because they need each other to compete. 
d. increasing opportunity costs and diminishing marginal utility. 
e. capital goods and division of labour. 
 
6. The statement ‘President Jacob Zuma is an upstanding president’ is an example of  
a. economic analysis 
b. normative economics 
c. positive economics 
d. macroeconomics 
e. microeconomics 
 
7. A decrease in the supply curve for nurses could be accounted for by all of the 
following except a(n): 
a. decrease in the amount of hours nurses work 
b. increase in the rewards available in other comparable occupations. 
c. increase in the training required for nurses. 
d. reduction in the number of nursing schools. 
e. cut in the wages of nurses. 
 
8. The denial of equal access to productivity-enhancing education and training to 
members of particular groups is: 
a. employment discrimination. 
b. human capital discrimination. 
c. statistical discrimination. 
d. occupational discrimination. 
e. economic discrimination. 
 
9. If the nominal wages of carpenters rose by 5 percent in 2000 and the price level 
increased by 3 percent, then the real wages of carpenters: 
a. decreased by 2 percent. 
b. increased by 2 percent. 
c. increased by 3 percent. 
d. increased by 8 percent. 
e. decreased by 3 percent. 
 
10. Which is a valid explanation for real wage growth? 
a. the rising cost of capital accumulation 
b. a contraction of employment in service industries 
c. an increase in the quantity of labour 
d. an increase in the rate of productivity growth 
e. an increase in inflation. 
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11. A large hospital in a relatively small city finds that, if its demand for nurses increases, 
the wages of nurses will rise. We can say that the hospital: 
a. is a monopolist. 
b. is a monopsonist. 
c. faces a perfectly elastic supply of nurses. 
d. is functioning in a perfectly competitive labour market. 
e. will confront a surplus of nurses. 
 
12. Other things being equal, imperfect competition in resource markets results in: 
a. maximization of society's net welfare. 
b. efficiency in the allocation of inputs. 
c. less labour hired than if resource markets were competitive. 
d. more labour hired than if resources markets were competitive. 
e. lower prices and higher output in product markets for goods and services.  
 
13. One reason that the quantity of a good demanded increases when its price falls is 
that the: 
a. price decline shifts the supply curve to the left. 
b. price decline shifts the supply curve to the right. 
c. lower price shifts the demand curve to the left. 
d. lower price shifts the demand curve to the right. 
e. lower price increases the real incomes of buyers, enabling them to buy more. 
 
14. The market system's answer to the fundamental question "How will the system 
accommodate change?" is essentially: 
a. "Through government leadership and direction." 
b. "Through the guiding function of prices and the incentive function of profits." 
c. "Through training and retraining programs." 
d. "Through random trial and error." 
e. “Through ceteris paribus.” 
 
15. The income and substitution effects account for: 
a. the upward sloping supply curve. 
b. the downward sloping demand curve. 
c. movements along a given supply curve. 
d. the "other things equal" assumption. 
e. market equilibrium. 
 
16. Which of the following statements describe opportunity cost: 
a. cost of goods and services. 
b. the quantity demanded and supplied of goods and services. 
c. the best forgone alternative. 
d. trading with other consumers. 
e. the cost of all lost opportunities.  
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17. Which statement best illustrates the concept of diminishing marginal utility? 
a. For most people, an increase in the price of a bag of potato chips will 
decrease the consumption of potato chips. 
b. The more bags of potato chips a person eats, the less additional satisfaction 
the person gets from eating another bag. 
c. The number of bags of potato chips a person buys will diminish based on the 
person's level of income. 
d. A person will continue to buy bags of potato chips until the cost of a substitute 
product such as bags of popcorn falls in price. 
e. None of the above. 
 
 
Use the following information to answer question 18 to 20.  
 
Assume that demand for a commodity is represented by the equation 
 
     
 
and Supply is represented by the equation 
 
           
 
where Qd and Qs are quantity demanded and quantity supplied, respectively, 
and P is price. 
 
18. Using the above two equations, market equilibrium can be described as: 
a. Qd = P 
b. Qs = P 
c. Qs = Qd 
d. All of the above. 
e. None of the above. 
 
19. Using the above two equations, market price is: 
a. 20 
b. 8 
c. 4 
d. 5 
e. 10 
 
20. Using the above two equations, market quantity is: 
a. 20 
b. 8 
c. 4 
d. 5 
e. 10 
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Question A1 - Answer Sheet  
(Remember to write your student number on the bottom of this sheet) 
 
 A B C D E 
Question 1      
Question 2      
Question 3      
Question 4      
Question 5      
Question 6      
Question 7      
Question 8      
Question 9      
Question 10      
Question 11      
Question 12      
Question 13      
Question 14      
Question 15      
Question 16      
Question 17      
Question 18      
Question 19      
Question 20      
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Question A2: TRUE/FALSE                                              (10 Marks)  
 
Indicate in column B whether the statement made in column A is True or False. IF the 
statement is False, provide a reason for your answer in column C.  
 
 Column A 
 Statements 
Column B 
True/False 
Column C 
Reason 
1. Surpluses of market 
supply drive market prices 
up; shortages of market 
demand drive them down. 
  
 
 
 
 
 
 
 
 
2. Price ceilings are always 
above market price while 
price floors are always 
below market price.  
  
 
 
 
 
 
 
 
 
3. If the slope of the quantity 
demanded curve is -0.5 
this means that for every 
1 unit of demanded there 
is a 5% drop in price.  
  
 
 
 
 
 
 
 
 
 
4. Happiness is measured in 
utils in economics. 
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SECTION B: Long Questions                                                                    (50 Marks) 
 
Question B1: The firm and consumers                                                                (30 Marks) 
 
The table below provides details on the prices and quantity demanded for bagels and bread. 
Bagels and bread are sold in a perfectly competitive market. Use the figures in the table to 
answer the questions that follow: 
Quantity 
demanded/supplied 
Pricebagels Pricebread TUbagels TUbread Total 
Costbagels 
Total 
Costbread 
0 R16 R12 0 0 R100 R95 
1 A G 5 1 I  VII  
2 B H 10 4 II  VIII  
3 C I 14 8 III  IX  
4 D J 17 16 IV X 
5 E K 18 24 V  XI 
6 F L 16 20 VI  XII 
7 negative R8.75 NA 18 R117.5 R116 
8 negative R8.30 NA 16 R120 R119 
9 negative R7.75 NA 14 R122.50 R122 
 
1. You are told that the slope of the quantity demanded curve is -2.5 for bagels and -
0.45 for bread. Complete the remaining prices for bagels and bread from A to L 
in the table above.            (6 Marks) 
2. If the market price for bagels is R5 and bread is R8.  
a. What is the quantity of bagels and bread a bakery should produce? (2 Marks) 
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b. Assume that consumers buy 3 bagels and 7 breads. Calculate the consumer 
surplus at the quantities for bagels and bread?               (6 Marks) 
 
3. If it costs R2.50 to make one unit of bread and R3 to make one unit of bagel.  
a. Determine the total cost at each quantity supplied. Fill this in the table from 
I to XII.         (6 Marks) 
b. What are the fixed costs related to the production of bread and bagels?  
(2 Marks)  
 
4. Provide the general formula for maximising utility.    (1 Mark)  
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5. Determine the quantity of bagels and bread the consumer should buy by using the 
formula you gave in question 4). Assume that the prices of each are the market 
prices of R5 for a unit of bagels and R8 for a unit of bread.    (7 Marks) 
 
 
Question B2:  Market Structures                                                                (10 Marks) 
 
The small town of Nigel has one clinic. This is the only clinic that provides medical services 
and goods (that is the only pharmacy) in a 100km radius. It also provides jobs in the medical 
profession in Nigel. 
 
1. What type of market structure does this clinic follow?    (1 Mark)    
 
2. What type of employer is this clinic?       (1 Mark)  
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3. Illustrate the hypothetical profits of this type of market structure in the short-run.    
(7 Marks) 
 
4. Suppose another clinic opens up in Nigel. What market structure will this industry 
now follow?              (1 Mark)   
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Question C: Article on Current Affairs                        (10 Marks) 
 
How to survive the fuel price increase 
MOTORING/INDUSTRY-NEWS /  
06 April 2016 at 08:01am 
By: Staff Reporters 
Johannesburg - While motorists will be hard hit by last night’s fuel price hikes, experts reckon that 
altering driving patterns and servicing cars can help mitigate the effects to a degree. 
…….STEEP PRICE INCREASE 
The latest fuel price increase follows an announcement by Finance Minister Pravin Gordhan in his 
Budget speech that the fuel levy on petrol and diesel would be increased by 30c a litre with effect 
from April 6. 
Unleaded 95 petrol (ULP) and lead replacement petrol (LRP) will increase by 88c a litre and 93 
petrol (both ULP and LRP) will increase by 86c a litre. 
The cost of a litre of 93 unleaded petrol inland is now R12.32 (up from R11.46) and R11.94 for a 
litre of petrol at the coast (up from R11.13). Diesel (0.05 percent sulphur) will increase by 96c a 
litre and diesel (0.005 percent sulphur) will increase by 98c a litre. 
Source: http://www.iol.co.za/motoring/industry-news/how-to-survive-the-fuel-price-increase-2005676  
 
1. Compare the increase in growth in prices between 93 unleaded petrol at the coast and 
inland. Round off to the second decimal point.     (5 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
EKN1A01/EC01A1 
Final Assessment – June 2016 
Page 14 of 14 
Full Name:  ______________________________________ 
Student Number:                ___________________ 
2. Suppose motorists in Gauteng ‘stretch out’ their petrol usage (cut back on buying petrol) 
and quantity demanded for petrol drops by 5%.  
a. Determine the elasticity for petrol and conclude how sensitive the good is to 
changes in price.         (4 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. What do you expect to occur to the supply of cars in the long-run if petrol prices keep 
increasing?          (1 Mark) 
 
 
 
 
 
 
 
 
 
 
*** END OF PAPER *** 
 
 
